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January 11, 2002 - VOLUME 01-01-84 
Sky NZ’s Public Image Challenge 


Public perception of Sky NZ’s operational status is the single most important “asset” the company 
holds. Sky’s public held stock, while much smaller in shares held than the corporate ownership by 
INL, exists in a free market where value is assigned. If the public stock value goes up, INL’s book 
value climbs. 

The hottest “media related” book around these days is “Virtual Murdoch” by Australian Neil 
Chenoweth. In VM, recounting one of the almost continuous financial threats to the Murdoch News 
Corp empire, Chenoweth writes: 

“Markets work on appearances. Any suggestion that (an important Australian government 
agency) was considering, no matter how remotely, legal action that could cost Murdoch 
control of News Corp and destabilise the News share price, could undermine (the) financing 
deals that Murdoch was negotiating to rescue his empire. This would be true even if (the 
Australian agency) eventually gave (Murdoch) a clean bill of health. By then the damage 
would be done (to the public’s perception of the stability of News Corp).” 

On a much smaller scale, and at this point only threatening the public’s perception of Sky NZ stock 
value, an event occurring in mid-December has become a red flag to Sky management. It began with a 
the following web site report on December 17th: 


“Sky TV Exercises Its Monopoly 
“Sky TV has a problem -- the new software they have downloaded on to the digital receivers used 


by hundreds of thousands of subscribers is crap. Let me correct that. If Sky didn't have a virtual 
monopoly on digital pay-TV then they would have a problem -- but since they do have such a 
monopoly, the problem becomes the customers'. Now if it was just me bitching at their software then 
I'd expect Sky to write off my comments as those of a crank -- but it's not just me is it? 

“No it's not. Check out these comments (“The so called upgrade’ and ‘Sky Digital Upgrade?’) posted 
in the nz.general news group recently. Clearly the recent changes have not gone down well with 
customers. The main issues are the incredible slowness of the electronic program guide (EPG) and the 
now sloth-like channel surfing capabilities now provided. Those who are using Zenith-brand receivers 
also have to put up with occasional software crashes which require a complete ‘pull the plug’ 
power-down to fix. My box was updated last week and I have to say that the navigation ergonomics 
provided by the new code is just appalling and significantly reduces my level of satisfaction with the 
service. Ringing Sky's regular support lines to complain seems to be an utter waste of time -- they're 
clogged and some readers have reported waiting in excess of 25 minutes before their call was 
answered. Even if you have the patience of Job, you will, according to some readers, likely find 
yourself fobbed off with lame suggestions or excuses such as ‘it's slow because we're still 
downloading the update to other receivers’ or ‘perhaps you're not pointing your remote directly at the 
receiver.’ To get to the bottom of this fiasco, I thought I'd talk to someone who ought to know what 
was going on -- so I rang Tony O'Brien, Sky TV's Director of Communications (AKA, their 
spinmeister). 

“I asked Tony whether there had been complaints about the new software -- and he admitted that 
some people had commented on the slowness and some bugs had been reported -- but quickly added 
that they'd received lots of calls from people who were happy at the extra functionality the new system 
offers. (Lots??) Tony went on to say that they were continuing to work on the software and ‘we hope 
improvements will become apparent.’ He assured me that there would be changes that would address 
the speed issue -- but other information I've received indicates that his faith may be sorely misplaced. 
Just why is the new software so slow, erratic and unreliable? 
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“Well a report published in the Coop's Technology Digest suggests: ‘The OpenTV software most 
recently tested by Sky NZ appears to have been written for a new generation of set-top box which is 
not yet available in quantity in New Zealand. The existing set-tops have difficulty running the OpenTV 
software because they don't have sufficient RAM or processing speed capabilities.’ 

“If this report is correct, Sky TV are in effect, attempting the equivalent of running Windows XP on 
a 33Mhz Intel 386 with 16MB of RAM. It might just work -- but it's not going to be practical or fun to 
use. However, Tony assured me that when Sky chose the specs for their decoders, they made sure that 
they had enough capacity to cope with future requirements. Do I believe him? Well maybe they did -- 
but since we all know about Moore's law, I doubt that *any* decoder sold two years ago has even half 
the processing power of units made today. | asked Tony whether it would be possible to "downgrade" 
to the original programme guide software -- since many people have said they'd rather have the old 
version. Sorry -- the answer is no -- you'll have the new features and sloth-like performance that comes 
with them whether you like it or not. When I suggested that, thanks to a lack of competition in most 
areas, Sky had no need to respond to customer complaints I was told that Sky is ‘always reactive to 
customer concerns’ -- but that they were ‘not selling the service for its usability.” When I told Tony 
that I'd received over 50 emails from readers who had all complained about the new software, his 
response was ‘not bad out of 200,000’ -- as if to suggest that there were some 199,950 satisfied 
customers. I acknowledged that perhaps Aardvark's readers were more aware of what computers could 
do and less tolerant of slow software -- but then, over the weekend, | contacted as many people as | 
could who are not computer-literate to get their opinions. Without exception they all complained about 
the new system and said they'd rather have the old one back. 

“So exactly why has Sky TV chosen to risk the wrath of their customers by thrusting an ill-designed, 
badly implemented and ergonomically disastrous upgrade on them? Well it's quite simple -- they 
presently can't make a profit out of pure Pay TV so they're trying to beef up their offering with other 
chargeable services such as email and games. Yes, for the benefit of those who don't have Sky Digital, 
the new software has added several games to the system. But don't get excited -- they games are 1980's 
standard -- the type of thing you would have found on a very primitive personal computer such as the 
Sinclair Spectrum. Due to the lack of processor power, the ‘arcade style’ games run at a snail's pace 
and sent a 14-year-old I showed them to into fits of laughter. “You've got to be kidding!’ I was told 
‘that's not a game -- it's a joke!’ And I have to agree. For the benefit of those who don't have Sky 
Digital, check out this video capture (250K Realmedia file) of one of the Sky games. Note the lack of 
game-play, simplistic animation, and, believe it or not, this is full-speed -- as fast as it goes! 

“But guess what -- Sky expects that people will pay an extra $60 per year to be able to access these 
crude, unplayable 20-year-old games on their TV sets. Then there's Sky E-mail -- which isn't up and 
running yet -- but it will supposedly allow subscribers to send and receive email through their TV. 
Unfortunately, I strongly suspect that the inordinately slow processing capabilities of the under-spec'd 
receivers will make typing an email a complete nightmare -- certainly not something many sane people 
would pay money for. Tony informs me that the email service won't support attachments either -- so if 
granny really wants to see that JPEG image of her new born grandson in the UK, she'll have to get a 
real email account anyway. 

“Sorry Sky -- NZ's homes have a very high penetration of PCs and games consoles. If I want to play 
games I'll plug in my Playstation or load a game on my PC -- I won't pay $60 a year to flatten the 
batteries in my remote and pull my hair out as a lame, poorly animated rabbit limps across the screen. 
I'd much rather see the meagre processor and RAM in the Pace and Zenith receivers not being 
squandered on crappie games and lame email options. Don't Sky know that the primary function of the 
remote and the EPG is to make it easier for you to watch the damned programmes being broadcast??? 
And, if I want to send/receive email, I'll use my PC and a regular ISP so that I can also surf the Web 
and receive/send attachments -- while possibly even watching TV at the same time (something you 
can't do with Sky's offering). Sky has forgotten that people are paying it a hefty monthly subscription 
to watch good quality TV programmes -- and that we, the customers, just want to be able to flick 
channels quickly and check out what's on without waiting an age for the software to respond to our key 
presses. If the money spent on that new EPG and lame games had instead been applied to freshening 
up the movie channel's content I think they would have pleased a lot more customers. 
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“] also feel sorry for the operators of the Sundance Channel. | (and I'm sure plenty of others) used to 
occasionally spot enough good stuff on that channel while flicking up through the rest to justify the 
extra cost of subscription. However, the fact you can no longer quickly flick sequentially through the 
channels means I'll probably dump my Sundance subscription because I'm now unlikely to stumble on 
its little gems again. 

“Here are my predictions: 

“ T suspect that, despite weak promises, Sky won't fix the speed problem -- simply because they can't 
-- the hardware just isn't capable of doing what the new software demands of it. I suspect that Sky will 
continue to ignore the complaints of customers -- because they know that the vast majority of them 
have no other Pay TV options available to them. Aren't virtual monopolies wonderful things? 

“T suspect that Sky will also be woefully disappointed at the revenues its lame-games produce and at 
the huge support burden/costs they'll face when they launch their email service. It is indeed a great 
shame that TVNZ wasn't allowed to launch a competing digital service -- it might have forced Sky to 
listen to its customers rather than simply dictating to them. Let's just hope that now I've given this an 
airing, the mainstream media will pick up on it and alert Sky shareholders to the huge ground swell of 
discontent that the new software has created amongst customers. If you've got something to add to 
my, or those readers' comments already published today, please have your say -- don't forget to select 
‘For Publication’ if you want me to publish your message.” 

This report first appeared on http://www.aardvark.com on December 17th, a Monday. What 
happened next is directly attributable to a line in the closing paragraph: 

“Let's just hope that now I've given this an airing, the mainstream media will pick up on it and alert 
Sky shareholders to the huge ground swell of discontent that the new software has created amongst 
customers.” 

Predictably, The New Zealand Herald picked up the story two days later and it read like this: 


“Sky digital service's 'great leap backwards' 

“Sky Television's digital subscribers say they are frustrated by the slow pace of the service since new 
interactive software was introduced. Some channel surfers are feeling wiped out by the length of time 
it is taking to scroll through channels, and then discovering their television screen has ‘locked up’. Sky 
says it started downloading the software to its 300,000 digital customers about three weeks ago. It is 
designed to offer extra services, such as e-mail and games, and a more detailed electronic programme 
guide. The guide provides information on programmes and channels. 

“Sky admits it is having problems and says engineers are working to fix the ‘bugs’ in the system. 
“We've had some teething problems with the new software we've introduced,’ said Tony O'Brien, 
communications manager for Sky TV. People who found their screens locked up were advised to 
reset their decoder by switching it off at the power supply for 30 seconds, he said. 

“Subscribers have told the Herald that they can no longer flick through channels with ease, with 
some waiting up to five seconds for the television to register their next choice. One subscriber, 
Auckland doctor David Black, said the changes were ‘a spectacular leap backwards’. Dr Black, an 
occupational physician who specialises in information technology medicine, said people were pushing 
buttons on their remote control more often than necessary. The on-screen menu was difficult to read 
and he doubted elderly viewers or people with impaired vision would be able to read the information. 
“The chosen colour ratios are terrible. Having white text against a blue background gives a hopeless 
contrast. ‘It's very hard to see the letters. ... | think people with visual impairment would find it 
impossible [to read].’ 

“Subscribers have told the Herald that they have experienced frozen screens, complete break-up of 
the picture, and programme information being ‘not available’ or ‘not supplied’. ‘It's extremely slow 
when changing channels ... and most times shows a message to say the channel is not available, and 
then the next moment the selected channel appears,’ said one Sky customer. Mr O'Brien said it was 
hoped the system would be improved by Christmas. It was unlikely the service would be as fast as the 
one it replaced because of the additional information it provided. 

The system was not “improved by Christmas” for, as aardvark had correctly surmised, “the 
hardware simply is not capable of doing what the new software demands of it.” CTD has been 
reporting on the events leading up to Sky’s current problem for six months. Of particular importance, 
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our report in CTD#01-09-82 (November 02) which explained why (and how) the “OpenTV 
middleware” (software found in all Sky NZ set-top boxes) is a ticking time bomb with an early 
expiration date. 
CTD has previously alerted readers: 
“The OpenTV software most recently tested (September-October 2001) by Sky NZ appears to have 
been written for a new generation of set-top box which is not yet available in quantity in New 
Zealand. The existing set-tops have difficulty running the OpenTV software because they (the 
existing set-tops) don't have sufficient RAM or processing speed capabilities.” 
It was this report which apparently served as a reference for aardvark. 
CTD has also reported comments made by a TelstraSaturn exec who was explaining why his firm 
had elected to abandon their own relationship with OpenTV via satellite: 


“When you sign up with OpenTV, you are led to believe that the OpenTV you are agreeing to use 
is compatible with the set-top boxes you already own. It was only later that we (TelstraSaturn) 
learned the boxes we now have not only won't do any suitable version of OpenTV, they very well may 
not do any version at ail.” 

Which brings us to the reaction comments readers of the arrdvark web site posted following the 
original December 17th web site report. Our first thought was to edit the responses but on 
reconsideration they should be left precisely as aardvark received and posted them. And they follow: 
From: James 
For : The Editor (for publication) 

Subj: Sky's new firmware 
Sky's new firmware for their satellite receiver/decoder is awful! Here are the issues I've had: 
Slowness! The speed of the IPG (interactive program guide) is terrible. Drawing of requested 
channels is slow. If |! want to go up 5 channels from where | currently am, | can't simply press "up" 5 
times like | used to; | must press it once, wait for the channel to fully draw (could take upwards of 5 
seconds), press up again, wait for redraw again, etc. | rang Sky about this about 3 weeks ago and 
was told something along the lines of "the reason for the slowness is because we are still doing 
firmware upgrades, and the transmission of the new firmware takes a lot of bandwidth, thus slowing 
down the interface for those trying to watch Sky. The problem will disappear within a week, as we 
have nearly finished all the upgrades”. Now this sounds almost plausible, until you consider that my 
receiver was upgraded several months after the upgrade program began. Why didn't | notice the 
slowness when | was still on the old firmware? After all, even though | was still running the old 
firmware, | should have noticed a slowdown if it was fully attributable to excess bandwidth 
consumption. Hmm. 

Crashing. The decoder now crashes, requiring a full power cycle to correct. This doesn't happen 
too often, but how often should a consumer device running an embedded real-time environment 
really crash (excluding the Xbox)? This never happened under the old firmware. And some of the 

errors that come up when it crashes are pretty odd ("an internal nameserver malfunction has 
occurred"). Other times it will just stop responding to all key presses, and the banner will refuse to 

automatically disappear from the screen. The current channel will keep playing, though. Again, a 

power cycle is required to restore functionality. 

Modal Messages. Messages such as "Enter your PIN to purchase this program" now cover all other 
onscreen banners! This means that if | flick over to one of the PPV channels (e.g., Box Office) and | 
want to purchase the now-showing program, the informational banner doesn't automatically come up, 
as the "Enter your PIN..." message blocks it from appearing. | can't even use the "?" key to view the 
banner, as that won't work either when there is a message on the screen. 

Colour Scheme. White on light-blue. This isn't too much of an issue for me, but if someone had a 
small TV, or if their TV was over the other side of the room, | could see how this could conceivably be 
very hard to read. The display font (for things like the synopsis) seems to be smaller too, but I'm 
not 100% sure about this. 

From: lan McDonald 
For : The Editor (for publication) 
Subj: Sky TV 
| have given up using the Sky TV guide as it is too slow to be useful. | would be much happier if 
they turned off the nice blue and gave me back the speed.... On the positive side the new weather 
channel is an improvement - can get fairly quick access to weather info... 
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From: Michael 
For : The Editor (for publication) 
Subj: Sky Guide 
The new guide is pathetically slow and cumbersome. Almost daily | would book items from the 
news channels to record during the day. However, since the “upgrade” when attempting to book a 
program large sections of the guide are unavailable meaning that booking is not possible. Since the 
upgrade attempting to search upcoming events is so slow to make it a nonsense. | would prefer they 
go back to the previous set-up until they sort their problems out. 
From: Sam Johnson 
For : The Editor (for publication) 
Subj: Sky Interactive 
The new programme guide is so slow! It takes about 1 second per line you scroll down! It takes 
about 2 mins to view the all the listings! (I thought the interactive programme was supposed to make 
things easier!) 
From: Blair Nicholson 
For : The Editor (for publication) 
Subj: Sky TV 
| was initially looking forward to this but once it arrived found it to have almost nil extra useful 
features while killing the usefulness of what | mostly used it for, the programme guide. Its now so 
slow | have given up on using it for anything more than basic checks on what's on the current 
channel, whereas the old version was quick enough it was easy to flick through all the channels | was 
interested in to see what was on. This means | often resort to a paper programme guide, and 
probably don't watch the more obscure channels anywhere near as much as | use to. There are 
good programmes hidden out there, but finding them is now much harder. If the box was fast enough 
to handle it then I'd definitely like the changes, but its not, not by an incredibly long way. The sky web 
site was changed at the same time, again to look nice but clearly looks was all the designer cared 
about. 

The old web site had a very useful TV guide with lots of channels viewable at once. The new one is 
again very slow largely thanks to reloading the entire page every time you change anything when 
only small sections need to be retrieved. And while the old one had the option to customise what 
channels were displayed, the new one always defaults to the same 3 channels, and goes back to 
those if you select a different date. Also | observed about a week ago that its buggy, missing out 

some programmes from the guide altogether making the whole thing effectively useless. 
From: Neil Bates 
For : The Editor (for publication) 
Subj: Sky TV Menu etc. 

Certainly the first thing | noticed about the new interactive menus was the speed - or lack of. With 
the number of channels, scrolling through the menu is a complete pain and it would often be quicker 
to go and get the newspaper... Also, when you move forward in time on the Guide, you can't move 
back... what's that all about ? On the plus side, | love having TV1 & 2 on there, and the games are 
good for filling in a quick 5 minutes (but that's about it). 

From: Tony Levaggi 
For : The Editor (for publication) 
Subj: Sky Interactive 
| find the new Sky interactive VERY much slower than the previous format. Special extra irritants 
are: On channel changes, it frequently seems to freeze for 3-4 seconds then it seems to have lost the 
cached channel info on the programme guide and resets the volume to maximum, if you've changed 
that through the sky remote. When flicking up through he channels, passing through a channel you 
haven't subscribed through, like Sky Movies results in a 4-5 second delay while it displays the 
message saying you haven't subscribed to it, before it allows you to press a button to change the 
channel. Mind you the Interactive weather is a lot better than the old Weather Channel (though, of 
course, very slow). 
From: Andy Eakin 
For : The Editor (for publication) 
Subj: Sky Digital 
Bring back the old programme guide and ability to scroll up and down through the channels quickly! 
Sky has lost all it's ease of use and now it is almost too frustrating to use. My theory, they have 
bastardised the electronic programme guide so that people will re-subscribe to the paper based Sky 
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Guide at a cost of $2 per month resulting in higher revenues! Cynical? who, me? Oh yes, the 
Weather channel is much better! 
From: Richard 
For : The Editor (for publication) 
Subj: Sky 

The thing | think it is, is all the people on the net are tech savvy, and know what is possible. | think 

that a lot of the people that are congratulating them are older people that have no computer 

experience except for seeing the person use the cash register at big-fresh and are amazed that it 
knows what things are from the stripes printed on them. 

(It is) a 286 with windows 3.0 could scroll faster then the sky box. Its almost like they have less 

processing power in there then a Nokia cell phone - they games on the phones are a hell of a lot 

i better. 
From: Cameron Dewe 
For : The Editor (for publication) 
Subj: Sky Digital TV - The new Menu System 
| have been using the new blue Sky Digital Menu for a couple of weeks now and find it painfully 

slow to use. Previously when using the old Black and White Menu, the thing tripped along as fast as | 
could push the remote control buttons. Now it seems 5-10 times slower. | do not know why it should 

be, since all that seems to have been done is change the background colour from black to blue. | 
have no preference either way, but see speed as more important. Here are the things that | think are 

faults in the Human - Machine interface. 

1. When scrolling through the programme guide, | have to wait about 4 button pushes before it 
takes effect. The screen needs to refresh after each button push before the unit recognises the next 
one, so only one in about 5 button pushes on the remote is effective. | know how many steps up, 
down or sideways that | want to go, so push the button that many times. 

2. In the Guide, the time and day navigation only works in the forward direction it seems. If one 
tries to go back in time, nothing happens, or occasionally the guide jumps back about 4 hours at a 
time. If one changes day, the current day cannot be accessed. Problem (1) makes problem (2) 
extremely frustrating, as if one oversteps a time slot, one needs to start all over again. 

3. The On-Screen Programme Banner that appears each time a channel is changed uses + for the 
Programme Synopsis, while the Programme Synopsis is accessed everywhere else in the guide with 
? and + is used for the Hyper time Banner. This means one cannot touch remote control (like Touch 
Typing) but have to take one's eyes off the screen and look at the remote to find the button to press. 
Also, there is no obvious key to cancel the Banner, (though the ? key does). Previously the "Backup 

Key" did this, this is most disconcerting as | often hit this key to clear the Banner and find the 

Channel Changes instead. 

4. Channel Changing takes about 2 seconds, which seems ages compared to the old system where 
channel changing was almost instantaneous. The problem is | cannot surf through the channels any 
more, but have to wait until each appears on screen. Now | key the channel numbers, so miss 
catching a quick glimpse of all the channels in between. 

5. Where is the Weather Channel? It is not listed anywhere in the Programme Guide, nor is it 
shown on channel 0, so | rarely bother watching it any more. | am sure AMI do not want to waste 
their advertising dollars and | am saddened at the difficulty in finding this service. 

6. Bringing up the Weather Channel requires remembering channel 201, then following through 
the menus, which are slow and painful to use. Surely it is possible to have an auto scroll option that 
just presents each screen as it is transmitted, like the old weather channel did. 

7.1 miss the animated satellite images and animated rain radar images. These were really useful in 
seeing where the weather was moving to and were far more informative than the current single 
screen images. 

8. In fact, at this stage | am wanting the old style Weather Channel back as it gave a far better 
macroscopic overview of the weather and allowed me to forecast my own weather a lot better. The 
trouble with NZ weather is that if one does not live within a few miles of the weather station then the 

forecast is not accurate. This is particularly so in the Wellington Area, where you need suburb 

forecasts as the Weather in each of a dozen major valleys that Wellington/Hutt/Mana/Kapiti 
population is spread over all have their own unique climates and weather. | can travel from Upper 
Hutt to Wellington and experience 4 Seasons in an hour on some days! 
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9. The Radio Channel graphics are a good idea, except that they do not appear on the real 
(original) radio channels, which all display black screens. Try National Radio, the Concert 
Programme, Wolf Radio etc. and see what | mean. 

10. The change over time for Booked Programmes is wrong. The system switches over to a Booked 
Programme at the end of the minute, not the beginning. This often means that Booked Programmes 
are started late. The previous system was far more reliable. 

41. The 5 Minute Banner for Booked Programmes only appears on screen at the -5 minute, then 
disappears. It does not stay on screen and count down like the old system did. HOWEVER, if one 
uses the remote control in this period, the booking gets cancelled. | suspect because the "Backup 
Key" (the circle arrow one) is still active. Also the Booked Programme banner sometimes shows 6 

minutes to go! 
42. The coloured buttons on the remote do nothing, while the matrix key, which used to show 
channel 0 and all the channels now brings up the interactive menu. 

43. Teletext subtitles do not work, on Free To Air TV 1-4, so | have kept my old TV aerial plugged 
in just so | can still get teletext. Sky TV needs to be far more aware of disability issues and should 
not be ignoring teletext if they want to be the prime platform for TV delivery. This a big black mark o 

against Sky Digital TV and only the picture quality is the saving grace. 

Finally, | think Sky TV should have a consumer acceptability clause in all future software 
acceptance testing. If it doesn't pass consumer acceptance testing, the software writers do not get 
paid, until they rewrite the software so it does. More emphasis on the functionality and less on the 

flashiness. This whole saga reminds me of the people who changed the Frito's recipe. The company 
adopted the policy "Don't F*** with Fritos". Maybe Sky TV should adopt the following quality policy. 

"Don't Stuff Around with Sky Digital!" 

From: DeeDee 

For : The Editor (for publication) 

Subj: Sky TV 

| am appalled at the change of quality in the SKY TV service. This is not an upgrade - flicking 

through the channels is so slow that | too either check the newspaper or turn the bloody thing off. | 

did email SKY TV bringing my concerns to their attention but they are all so busy answering the 

phones (!) that | didn't get a response. | did seriously consider cancelling the subscription but 
unfortunately with their monopoly its either put up with the crap or miss out on live sports coverage. 
With Super 12 coming up soon and the cricket season in full swing | have no option but to continue 

with my subscription. My frustration and annoyance is such that | will supplementing my SKY 
subscription with a prescription for valium. 
From: Dylan 
For : The Editor (for publication) o 
Subj: The upgrade 
My flatmates and | stumbled onto the truth (at least, we think we did) while joking about the 
software while waiting for the list to scroll down. The whole thing is designed to sell SkyWatch! 
After all, | want to know what's on, and | can't be bothered waiting for the EPG to tell me. 
From: Nick 
For : The Editor (for publication) 
Subj: sky or any other tv for that matter 
you know, by the time I've done a day shift at work, watched shorty street, spent time with my 
family, who the hells got time to watch sky ???? 
From: Kane David 
For : The Editor (for publication) 
Subj: Slow Sky 

| agree with your comments on Sky TV's attitude to the slowness of their EPG. Like other virtual 
monopolies in this country, (Telecom, Shell and other oil companies to name a few) they all suffer 

from the same corporate disease known by most as the arrogant "we don't care what you think" 

syndrome. Unfortunately for Sky, this might backfire on them. Telecom gets away with it because 
most people need a phone so they just put up with it - Likewise we all need to fill our car up at the 
local garage - But we don't exactly need Sky TV. With DVD becoming more popular and cheaper, 
along with broadband internet which ultimately will provide full screen streaming video, | fail to 
understand why Sky would want to make an existing service worse rather than better. The other 
problem that you mention little about is the colour scheme. The white on black as used previously 
was ideal given the font size. The new white on light blue isn't so good. Admittably my lounge is quite 
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large but given that | used to be able to read the guide with no problems at all, now | have to get up 
and move a metre or so closer to the TV to be able to read it. | have good eyesight and | don't require 
correcting lenses. Given that ones eyes normally deteriorate gradually over a lifetime, | 
wouldn't imagine that a 50 year old with a 14 inch TV would be able to read it very easily. Also, the 
average television set fades and becomes less focused as they age thus aggravating the problem 
more. As is it, | plan on giving Sky another month or two and if things don't improve then | guess it's 
down to the pub for the sport, DVD's for movies and TV 1-4 and Prime for docos - or if TelstraSaturn 
finishes rolling out the cable in Christchurch | might opt for that instead and get rid of two arrogant 
companies with one stone (Sky & Telecom). Now that just leaves the oil companies! 
From: Jamie Dobbs 
For : The Editor (for publication) 
Subj: SKY 'Upgrade’ ~ 
|, like many others, am shocked at how bad the supposed ‘upgrade’ to Sky's programme guide etc. 
are - | suggest that people do what | intend to do and vote with their feet - CANCEL YOUR SKY 
SUBSCRIPTION. Fair enough there isn't any other option (unless you have Saturn in your area) but 
if enough people stop their service maybe they will learn a little something about acceptance testing 
and pleasing their customers! In an case they should have tested the new look/feel with some 
customers and then got their feedback, such feedback would probably not have been good - then 
they could try and fix it. In any case, I'll stick with Sky for the rest of this month but if things do not 
improve I'll be cancelling the service and recommending to friends and associates that they never 
bother with Sky digital as its just not worth the hassle. 
Aardvark Comments 
Terry O'Brien informed me that the new software was tested by a group of 300 users who got it 
before the rest of us. He would not be drawn however, on whether Sky actually made any changes 
based on the feedback that group provided. He also told me that this is an "off the shelf" offering -- 
which must further raise the issue of whether the problems are mainly due to the use of old receivers 
with inadequate processing power. 
Coop comments 
The vast majority of the 300 Beta testers we have reached for background interviews turn out to be 
(1) employees of Sky, or, (2) heavy stock holders in Sky. Is it too far out to suggest neither group 
represents the “average” consumer interest in this matter? 
From: Shelby Macdonald 
For : The Editor (for publication) 
Subj: SKY ‘downgrade’ 
| was actually optimistic that these ‘improvements’ would be good, instead they are just frustrating. 
The new colour scheme, font, and font sizes are hard to read. | found the old version much more 
readable. Usability has gone down to zero, | press the keys on the remote or box, but it is like nobody 
is home. Many people have come up with quasi-solutions such as using 'Sky watch’ 
but the fact remains that a couple of months ago none of this was a problem and we shouldn't need 
to have this conversation. | have a Pace (brand set-top) and it has frozen up 3 times since the 
Wednesday update, though it doesn't anymore because | don't use it. | leave it on Sky News and just 
watch FTA channels via the aerial on my roof. It is just window dressing, blue radio screens, new 
graphics, but what about the content? TVNZ joined Sky, big deal, it looks the same as thru the aerial 
and for most of NZ provides no new programming. | don't like it at all. This is a major backwards 
step. | thought the idea behind technology was to IMPROVE things. 
From: Vik Olliver 
For : The Editor (for publication) 
Subj: Sky Set-Top Boxes 
| too find the guide intolerably slow. I've given up using it. It is actually quicker to just surf through 
the channels, and if you must check out the one you fancy you hit the G button. | write small system 
user interfaces for a living, and one of the things you never do is write a UI that is beyond the 
capabilities of the device. In short, they need shooting. As | won't be crawling through the guide 
listings, | guess | have now found a reason to get the paper guide. That's even quicker to access, if | 
can find the blasted thing. Message to Sky: The best thing you can do is bring back the old interface. 
That one at least worked. 
From: Paul Kellett 
For : The Editor (for publication) 
Subj: Sky TV 
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| can only confirm how incredibly slow, buggy and less ergonomic the new software is. It appears to 
have been designed by technical specialists with little or no understanding of the basics of user 
interface design and | doubt whether sufficient testing was done internally. A good example of a bad 
example. 
From: Andrew 
For : The Editor (for publication) 
Subj: Sky Digital 
The new software bites.. the games were amusing for about 5 minutes for nostalgia purposes, but if 
| really want to play old games I'll fire up a c64 emulator on one of my PC's.. 
From: Stan L 
For : The Editor (for publication) 
Subj: Sky - Add one more user to your complaint list 
| cannot believe Sky thinks 50 dissatisfied users is not bad out of a couple of hundred thousand!!! 
By golly, | reckon if we run a full story at all the major newspapers in NZ and ask all unhappy 
customers to email you, perhaps you could provide a more accurate stats to Sky? Well add me down 
as one very unhappy Sky digital customer. I'm all for new technology but | reckon someone at Sky 
screwed up big time with their homework. 
From: Steve Peacocke 
For : The Editor (for publication) 
Subj: Sky TV 
Someone on here recons it takes 2 seconds to change a channel - hell it takes at least 5 seconds 
on my system before Sky responds and begins it's "channel change process". Then it slowly clears 
the screen, redraws the screen with a still picture of the new channel, then clears it and redraws 
again. Sometimes even then flickering. I've had Sky since about April this year so surely | would 
have thought | had one of the later decoders. Unfortunately our normal TV reception is so poor that | 
need Sky just to get something to watch, however much more of this and I'll quit. Watching the grass 
grow is faster and less frustrating. Games? | haven't found them yet - takes far too long to change a 
channel. When they changed to the new system, it forgot my password and in my frustration in trying 
to get the %#!%% thing to work, | purchased programs | had no wish to watch. Then a "spending 
limit" icon appeared on the movies! - I'm terrified to see the next invoice as | KNOW we are up to 
date so what have they billed me for? Comments from others tell me that Sky can bill you for movies 
you KNOW you did not purchase, but their computer is always right and you must pay for them. | am 
that close to both chucking them in and telling everyone else to do the same. It's just not worth it, 
even if without it we can only get TV1 and a fuzzy TV2. 
From: Craig Sutton 
For : The Editor (for publication) 
Subj: Sky /TVNZ FTA 
To the person who was saying they have sky just because of their poor terrestrial reception. You 
should be aware TVNZ have Tv1 and Tv2 up on satellite FTA with teletext on the same satellite sky 
uses (Optus B1) Any of the following dealers will sell you a FTA receiver for less than $300 NZ 
www.telsat.co.nz 
www. Satlinknz.co.nz 
www. digisatnz.tv 
Prime and other channels are coming soon. Also the TVNZ transponder has a higher resolution 
picture than Sky’s (720 x 576 vs. Sky’s 544 x 576) and TVNZ's also has full teletext. 
Coop’s Comment: 
While it is true Sky launched TV One and TV2 at the low resolution of 544 x 576 pixels, a choice 
they made to conserve bandwidth for other services, late in December Sky upped both to 720 x 576. 
SatFACTS Monthly for December 15th focused on the differences between Sky’s TV One/TV2 and 
the TVNZ free to air service which Craig identifies, an effort to help sellers of home dish systems in 
NZ make sales arguments for buying from them rather than from Sky. Apparently someone at Sky 
took this to heart and talked technical management into giving TV One and TV2 more “room”. 
From: UHFboy 
For : The Editor (for publication) 
Subj: ahahahahahah 
Makes me glad that i'm a 5 channel UHF Ilama : look at me flick through those channels instantly... 
look at me open the tv guide to find out what's on... look at me load up my favourite game on my 
PC... sky digital?? pffffft its just an excuse so they can make everything pay per view... sod that... 
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From: Grant 

For : The Editor (for publication) 

Subj: Sky 
What’s wrong with the upgrade, | think its great!! Obviously I'm joking, its crap. | suppose the next 
Sky offer will be to rent a decoder with more ram and a faster processor for 10 bucks a month. | 

probably shouldn't put the idea in their heads! PS, bring back the animated weather rain radar, it was 

the best thing on tv since ...well.. forever! 

From: Chad Wilson 

For : The Editor (for publication) 

Subj: Crashing.. 

The slowness has been commented on repeatedly, so let it be registered that |, too, am disgusted 
at the performance. Even worse, our receiver crashes at least once a day (equivalent to a blue 
screen - a TSOG internal malfunction error) requiring me to unplug the thing manually and reboot it.. 
Quite frankly, it's f*cking atrocious. Other times it just hangs when trying to return from the Sky 
Interactive 
screen to a regular channel. The depths of my frustration and anger over what is already an 
expensive service, knows no bounds. 

From: Ripping Silk 
For : The Editor (for publication) 
Subj: | agree 
Obviously | can only agree with all the bad comments toward the new sky software. Slow and 
laborious. I've had to turn off banner notification to get a little soeed back. The guide is unusable if 
you want to look more than 3 channels away or more than 3 hours in the future, and that's if the 
listing is even available! | emailed sky last week, to complain, and have had no reply. there may be 
no alternatives to sky where | live.. but I'm ditching it if there’s no improvement. They obviously have 
no 

sense of service to their customers. How can this crap get through the cracks in the floorboards? 

Who the hell approved it ? Heads should roll, and the share price should tank. Sky... you think your 
losing money now.? wait 'til next years financials ! 

Does this seem like an appropriate point of exit? Not quite. The New Zealand Herald initial report 
prompted a return visit post Christmas and aardvark, not ready to turn loose of what they now saw as a 
Holy Crusade, returned for a second visit. 

Sky... you think your losing money now.? wait 'til next years financials ! 
Which is of course the one area at Sky which always attracts maximum, fast, management response. If 
the ‘common man’ who holds Sky stock becomes aware of the tide of anger running against their 
stock, well ... as mpping silk warns immediately above ... 
... the share price should tank. 


Now - now somebody has Sky’s full attention. 


Lies, More Lies, And Satellite TV 

(aardvark December 28 2001 Edition) “Regular readers will recall that a couple of weeks ago I 
published a piece on the Sky TV fiasco and resulting problems with its set-top box. Well, here's an 
update on the situation. First up I have to say that Sky are doing an atrocious job at handling this 
matter. They have repeatedly lied to customers and downplayed the negative effects of the problems 
the upgrade has produced. This lack of honesty has shot their credibility to hell and back. 

“For example: During November and early December, people who contacted Sky TV to complain 
about the slowness of the new software were told that this was because the downloads were still in 
progress -- and that the problems would disappear when the downloads were complete. Clearly that 
was a lie. Even after the downloads were done the problems remained. This excuse was actually an 
insult to the intelligence of anyone with the slightest technical knowledge anyway. After all -- how 
could the fact that some of the satellite bandwidth was being consumed by software downloads to 
other set-top boxes affect the ability to change channels at a half-reasonable speed? People who 
complained after the downloads were completed were told that the problems were being fixed and that 
a new, faster version would be downloaded by Christmas. 
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“Another lie... it's now the 28th of December and there has been absolutely no improvement in the 
speed of operation. Sky TV are now admitting that the planned pre-Christmas update didn't take place 
but I've been told that the promised performance improvements would now be delivered some time in 
the next two weeks. Do we believe them??? Of course not! So why am I writing this piece today 
when I should be putting my feet up and enjoying the festive season? Well it's because (gasp, shock, 
surprise) -- I received an email from Sky TV today inviting me to ring Robert Vowles to discuss my 
concerns regarding their service. 

“Just why did Robert invite me to contact him? Well it's probably got something to do with the 
email I sent to the nice folks over at the Sundance Channel to advise them that I'm cancelling my 
subscription to their offering. Let me make it quite clear that I've got no gripe with the Sundance 
Channel -- it screens some pretty good stuff. The problem is that most if it is so eclectic that I've never 
actually keyed in the SC's channel number directly. Until Sky updated the software, all my SC viewing 
resulted from "stumbling across" some interesting film while scanning up through the movie channels 
using the channel Up/Down buttons on the remote. Using this channel-surfing technique I found 
myself running into enough SC material to justify the expense of its additional fee. Now that Sky TV 
users can no longer use the Up/Down channel buttons on their remotes without bursting a blood vessel 
out of frustration at the slow (or non-existent) response -- I find that I can't justify that extra monthly 
premium. Sundance forwarded my email to Sky TV and it appears that although Sky TV doesn't give 
a hoot about its customers, it is a little more inclined to take note when its content partners are 
unhappy. But wait -- how do I know that Sky TV doesn't give a hoot about its customers? 

“Well I'd like to hear from *anyone* who was asked whether they wanted the UK TV channel 
replaced with BBC World news. Apparently someone was asked -- but it sure as hell wasn't me or 
anyone else I've heard from. Quite a number of people I've spoken to are pretty annoyed that Sky are 
replacing a channel that was exclusive to the Digital service with one that already screens free to air on 
TV 1 for almost 20 hours a week. 

“So | restate my claims that bathing luxuriously in the privileges offered by its and totally ignoring 
the wishes and needs of its customers. Now I'm certainly not advocating that anyone cancel their 
Sundance subscriptions as a way of making Sky wake up and take heed of their complaints-- however, 
if you have, or are planning to cancel because of the firmware changes then please do the courteous 
thing and let them know the reason why. I don't wish to make Sundance the meat in the sandwich -- 
but clearly it's just about the only way to rattle Sky's cage enough to provoke some sensible response. 
“A Note to Sky: 

If you want to regain customer confidence and some level of satisfaction, you really need to do the 
following: 

“1. Acknowledge the severity of the problems with the new firmware -- don't make disingenuous 
statements such as "In order to enhance our services you will notice a slight trade off in performance." 
This insults the intelligence of the average customer -- we know that the problem is more than "a slight 
trade off in performance"! 

“2. Don't lie! You might be able to get away with blatant misrepresentations as to the cause or 
remedy to a problem once -- but you've already done massive damage to your credibility in this area 
with the lame excuses and promises already offered to an annoyed and frustrated public. 

“3._If you can't restore the functionality of the Up/Down channel function to at least its former level 
then give people the option of returning to the old firmware. We know there are no technical reasons 
why this can't be done and you owe it to your customers to give them the choice. If, as you claim, the 
performance trade-offs are slight compared to the improvement in features, then few people will opt to 
go back. What are you afraid of? Could it be that your assertions in this area lack credibility? 

“4. You have a website and internet presence -- damned well use it to stay in touch with your 
customers and actively solicit them as to what they want and need from your service. Don't make 
important changes to the system without consultation -- that is at best a very lazy attitude and at worst 
it shows a level of arrogance that can only be found in marketplaces where there is a powerful 
monopoly of supply. 

“5.Smarten up your Public Relations. Denials, promises and excuses will (after the events of the 
past two months) no longer cut it. You need to organise and implement a PR campaign that will dispel 
the illusion that you're just a monopoly supplier who treats its customers like idiots. Thanks to your 
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monopoly you may have a temporary stranglehold on their wallets -- but if you're to withstand 
competition when it arrives (and it will) then you also need to win their hearts. You're currently scoring 
a big fat zero in this department. 

“Okay, am I going off half-cocked on this? After several weeks using the new system have you now 

learned to live with the problems? Are you now a happy Sky Digital user? Or are you still really 
annoyed that they appear to be doing nothing but paying lip-service to the matter of customer 
support?” 
Coop’s Comment: Trading off UK TV (a British version of Sky 1’s American flavour) for full-time BBC TV 
World Service (essentially,.a news service in competition with Sky News [Australia] and CNNI) is part of the 
“deal” negotiated between TVNZ and Sky that includes TV One and TV2 being carried now on Sky. TVNZ 
apparently has been able to “split” the cost of having BBC World delivered to NZ with Sky, thereby saving 
TVNZ some money as Sky will now be paying for a portion of the BBC World costs to NZ and to offset that new 
expenditure, they have dropped UK TV. 

Prompted by the return to the Sky digital subject at aardvark, The New Zealand Herald (predictably) 
had another shot as the year came to a close. 


Sky TV gets on top of its digital bugs 

“Sky Television hopes to have the bugs in its new digital format ironed out within the next few days, 
ending the teething problems that have had the service's subscribers complaining. Their problems have 
included slow channel changing, sudden volume surges and missing programme information. The 
problems have been caused by bugs in the new system's electronic programming guide. 

“Sky spokesman Tony O'Brien said yesterday the company hoped that the problems would be sorted 
out within the next few days. ‘We're not hiding the fact we have had problems with it, but it's nothing 
like the problems we had when we launched the digital service in 1998.’ He said customers were not 
able to go back to the old system, as it was gradually being phased out. About 300,000 people 
subscribe to Sky's digital service and the switch from the company's old service was now ‘99 per cent 
complete’. 

“The new digital format includes the addition of video games, TVNZ free-to-air channels, 11 radio 
channels, and an interactive weather service that includes marine reports and live satellite maps. Mr 
O'Brien said the main problem was the slowness of electronic programming guide software. While the 
new system would be slower than the previous one, it was hard to say by how much. ‘It's like if you 
have everything open on your computer, it slows things down, but you will have many more features 
and applications - the old service had only one.’ He said Sky's investment in the new service was 
considerable but it had budgeted for teething problems. He said there were always likely to be 
unexpected problems in setting up any new system.” 

Post script: As of January 8th, there is no discernible improvement in the “speed” of the Sky set-top 
decoder box. 

TelstraClear looks to Sky for TV content 

Sky Television will pick up thousands of new customers in the New Year when it begins supplying 
customers of TelstraClear with its sport, news and movie channels. TelstraClear's 26,000 pay-TV 
subscribers in Wellington and Christchurch will receive Sky's programming from the beginning of 
February, effectively making Sky the only major pay TV operator in the country. Analysts widely 
expected TelstraClear to withdraw from the content side of providing pay TV services and seek a 
wholesaling arrangement with Sky, its dominant competitor in the pay TV market. That was first 
forecast in August when TelstraSaturn pulled the plug on plans for a satellite pay TV service that 
would have reached customers outside Wellington and Christchurch. Mr Bright said TelstraSaturn's 
$49.90 entry-level pay TV and telephone service would be maintained, but price changes would arise 
when subscribers chose various combinations of Sky channels. 

Austar’s fortunes are not fortunate 

Coop's prologue: As we go to press, Austar continues to operate under their own control. However, 
technically it is in default of an A$408 million bank loan interest payment. What follows includes 
“snippets” of various reports leading up to and following the default: 

John Porter's hopes of a relaxing Christmas break are fading as one of Austar United 
Communications’ 23 banks owed a total of $408 million by the regional pay TV operator is displaying 
reluctance to roll over a loan to Austar. Commonwealth Bank is owed about $25 million and is 
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seeking additional security, or might want out. Porter and Austar are unfortunate that they are being 
forced to try to renegotiate the facility while all major economies are slowing. The facility will be in 
default as Austar is unlikely to have met a condition which commits it to achieving a certain ratio of 
earnings before interest, tax, depreciation and amortisation to debt by December 31. Although Austar 
is 81 per cent owned by the Denver-based UnitedGlobalCom, there is no sign yet that it will make real 
money. Austar will lose close to $400 million in the year to December 31. Austar's cost base is high 
because it uses expensive satellite and microwave delivery to narrow cast to its 440,000 subscribers, 
who are spread out over wide areas of regional Queensland, NSW, South Australia and Victoria. It 
also suffers from the industry's highest rate of "churn" or disconnections, at 29 per cent of its 
subscriber base a year. Waiting patiently in the wings is the metropolitan pay TV group, Foxtel. The 
Foxtel partners Telstra (50 per cent), News Corp (25 per cent) and Publishing & Broadcasting (25 per 
cent) have strong memories of the collapse of Austar's former associate pay TV group, Australis 
Media. Australis collapsed in May 1998 after the Australian Competition and Consumer Commission 
blocked a proposed merger with Foxtel. The merger occurred anyway because Foxtel was able to 
acquire most of Australis's set-top boxes and then offer a satellite service to Australis's estimated 
50,000 subscribers. The parallels between Australis and Austar are disturbing. Austar has the 
advantage of having a strong parent, but UGC is under pressure itself and recently John Malone's 
Liberty Media topped up its interest to 76 per cent. It's hard to see the logic of the banks letting Austar 
go, but stranger things have happened. 

Earlier (in December) the company announced a major restructure designed to save $90 million in 
annual costs. The restructure strategy included outsourcing the group's pay TV sales and installation 
processes, as well as closing its microwave network and Internet backbone. Austar United 
Communications has announced the appointment of Philip Knox as Chief Financial Officer to replace 
Jonathan Morphett, who resigned effective 31 December 2001. Mr Knox was most recently Director 
of Finance for SAP Australia and before that held senior finance and accounting roles including 
Director of Finance for the Traveland Group, Regional Financial Controller of Wang Australia and 
Chief Accountant at Network Ten. "Jonathan Morphett has been a key contributor to the restructuring 
of Austar and has driven significant financial, cost control and process changes," said John Porter, 
Chief Executive Officer. "With the imminent closure of the bank deal, the challenges Jonathan set 
himself have been achieved and he has decided to pursue new opportunities that utilise his skills. "J am 
very pleased that a person with Philip Knox's range of experience in accounting finance and 
management is available to takeover as CFO. His skill set and experience will be invaluable as Austar 
focuses on implementing the important operational initiatives we announced on 4 December," said Mr 
Porter. "The task for Austar going forward is to execute our business plan in a highly disciplined 
fashion and Philip has the experience and the enthusiasm to help us achieve this goal. 

Regional pay TV company Austar United Communications has confirmed it will switch off its 
satellite broadband Internet service. Austar United head of corporate affairs Bruce Meagher said today 
the "few thousand" Austar Broadband customers using the satellite downlink and landline uplink 
service would be notified of the service's closure "after a couple of months". The company will stop 
marketing the chello branded service and instead focus on developing its narrowband assets. "What 
we're actually doing with the broadband service is putting it on hold. There hasn't really been a 
significant uptake of broadband that we've experienced, and that's not just true for us," Meagher said. 
"We've still got the MMDS (multipoint microwave distribution system) spectrum which is the main 
way we deliver broadband, and we certainly will be holding onto that with a view to assessing the 
situation in a couple of years’ time if the broadband market takes off." Meagher said Austar would also 
keep an open mind on whether the company would relaunch broadband services independently or take 
a partner on board. He said the company would concentrate on its 80,000 customer strong narrowband 
Internet service now that the COMindico point of presence backbone had doubled the service's local 
call access reach throughout Australia. Meagher said the uptake of broadband in Australia had been 
limited by the lack of content. "The problem is that most people don't know what broadband is," he 
said. "In order to make it work you need to charge a reasonably high monthly fee and it's very hard to 
get people to pay that amount of money for a service that they don't really understand what it's doing 
for them. "The other problem is that there is not an enormous amount of good broadband content. It's 
one thing to say you're getting a fast service but if all you're doing is getting what you can get over a 
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narrowband service, you don't." Austar earlier this year reworked its partnership with chello 
broadband, with Austar taking operational responsibility for the deployment of chello in Australia, 
including network configuration, marketing and sales. Under the reworked deal made in January this 
year, chello was responsible for content and portal development. 

Meanwhile - Optus has another go at “interactive” (ITV) 

The free-to-air television networks should be celebrating. Digital set-top boxes, which allow viewers 
to watch their much fought for digital broadcasts, have dropped in price from $700 to as low as $200. 
A sample of what you get: Optus iTV soccer's main menu. No longer will the five broadcast networks 
be criticised for attracting only about 3000 people to the crisp, clear pictures and sound of their 
fledgling digital offerings. Promoters of digital TV hope everyone will want to get in on the act now 
that digital is affordable, and so bolster the economies of furthering development of content. The TV 
industry will finally turn multimedia. But this won't happen because free-to-air networks are wary that 
pay-TV operator Optus - which has introduced the $200 set-top box - stands to steal the march from 
their own slowly developing interactive TV efforts. The Optus offer includes software that allows 
viewers to interact with both programs and advertising, as well as shop via their TV set. While 
free-to-airs don't mind their digital signals being transmitted to a potential 220,000 Optus viewers, 
they won't join hands to push the industry as a whole towards interactive TV. They would rather 
compete separately, even if it means taking up to a couple of years to get there, for fear of promoting 
pay TV ahead of themselves. "The reason this is happening is because the free-to-air broadcasters 
haven't reached a level of understanding of what broadcasting is all about," says independent 
telecommunications analyst Paul Budde. 

"They see interactive as potentially undermining the free-to-air system. But by delaying it, they are 
cutting their noses off to spite their faces," he says. The drop in digital set-top box prices has occurred 
because Optus, from December 1, has begun a commercial trial for interactive TV, a first in Australia. 
Since June it has been conducting a free technical trial that started with 300 of its employees and grew 
to about 1800 within Sydney. Two packages are on offer, for residents of Sydney only at this stage: 
$39.95 a month for the basic interactive package and $59.95 a month for the deluxe interactive 
package. This is about $15 more than for just the Optus pay-TV channels - which are also offered with 
the interactive packages. Installation fees start from $200 for Optus telephony customers, which 
includes the interactive digital set-top box. For customers with pay TV only, installation will cost 
$400. Those who have been involved in the free trial can migrate without having to pay installation 
fees. Optus's interactive trial, to date, includes near video-on-demand (which means selected movies 
are shown as often as every 15 minutes), sending email via the TV set, a limited number of websites, 
an electronic program guide, shopping sites, games and 17 regional and national radio stations. There 
are also educational channels created by advertisers such as Wine Pros, which broadcast wine-tasting 
sessions and interviews with industry experts. There is also a facility to buy wines from the same 
channel. If the commercial trial reaches 3000 people by March 2002, then acting managing director 
for Optus's consumer and multimedia business, Martin Dalgleish, says it will consider a full 
commercial roll out of interactive TV across metropolitan Australia. Austar already provides 
interactive digital TV in regional areas. "It will work if we partner for both broadcasts and interactive. 
We have 40 partners already signed up in eight genres that includes ABC, SBS, the Seven network, 
Coles Myer and HMV,” says outgoing managing director Adrian Chamberlain, who is returning to 
Britain to become director of strategy and corporate development at Optus's former parent company, 
Cable & Wireless Plc. "We are creating an environment where the free-to-airs leverage their strengths 
and we leverage ours. We have an open door and are ready and willing from our end to work with 
them," says Chamberlain. But only Seven, ABC, and SBS have walked in. Optus says it is in 
discussions with Nine and Ten, but it is unlikely these two will join up. The free-to-air networks 
formed a digital TV strategy group earlier in the year under the umbrella of the Federation of 
Australian Commercial Television Stations. However, there are three fiercely commercial animals 
involved that have never had to accommodate another network's needs previously. And they are 
finding it difficult to work together. Seven's general manager digital content, Mark Cloudsdale, is 
keen to continue with the Optus trial but is aware of the message it would send if Seven strayed too far 
from the goals of FACTS. “If we continue on the trial we have to ask ourselves why ... aren't the 
others on the trial," Cloudsdale says. "Retransmission is a big issue at the moment. If pay can take our 
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digital signal, then it should take our interactivity, too. But because we are a part of the Optus tnal, it 
shows a non-consensus on political views. You have to ask at which point do you stay with the group 
and when do you jump off." The reason the other networks aren't on the trial is because of MHP, the 
so-called multi- home -platform software that is yet to be completed and is not due in the market until 
some time in 2003. FACTS has chosen it as its operating system because it is an open standard. 
Anyone can access it so content providers do not need to write applications in many different 
languages and consumers can access the same services no matter what brand of hardware they buy. It 
will do for TV what Microsoft did for computers. However, MHP has been developed by the industry, 
for the industry. 

What is available now, such as Liberate or Open TV, are proprietary systems that plan to migrate to 
MHP once it arrives. So it is possible to undertake interactive TV today and move to MHP once it 
arrives. This is what Seven is doing. "MHP is cumbersome. It's like trying to build a jumbo when all 
we need right now is a Cessna. If we knew MHP was going to take as long as it has, we might have 
looked at interim solutions. But it comes down to trust as we move forward. If we were to go ahead 
with some things that Ten doesn't agree with, then they might not agree to an electronic program guide, 
and so then the consumer will miss out. And if we split ourselves up then we deny ourselves the 
opportunity to use the EPG to its best advantage," says Cloudsdale. Nine's business development 
manager for digital TV, Ben Reichel, says becoming involved with Optus's interactive TV trial is a 
question of what Nine thinks it can get out of it. "We are a free-to-air operator, that's the main game. 
The group [FACTS] will explore open standards in the interim such as DVB HTML and try and 
introduce interesting and viable options in interactive services by the middle of next year," Reichel 
says. By offering interactive services on Optus's retransmission of Nine's digital channel, Reichel says 
it would be promoting a pay-TV service rather than free-to-air digital. But this way of thinking, 
according to Budde, is the free-to-air networks' greatest enemy. "They don't have a culture where they 
have to make an investment in the customer. They are more interested in working with the advertisers. 
Seven, Nine and Ten don't have customers like Optus does, therefore they don't have a customer 
service mentality," says Budde. "The longer they delay the introduction of interactive the better it is for 
them. Anything they don't control 100 per cent they don't want to participate in." 

Kerry Packer has come to the rescue of Prime's NZ TV Network 

Under a five-year agreement, PBL's Nine Network will supply free of charge all its wholly owned 
programming to Prime New Zealand and use its sales force to sell advertising on the station. The New 
Zealand arm of PBL's ACP magazine division will provide advertising and cross-promotional support 
for Prime New Zealand. In return for its content and advertising sales, PBL has been granted an 
option to acquire 50 per cent of Prime New Zealand at any stage over the next five years. Should PBL 
exercise that option, it will pay Prime 50 per cent of any funding Prime contributed to the business 
during the term of the agreement. A new Prime New Zealand board will be established with equal 
representation from Nine and Prime. The PBL deal is a long awaited resolution to Prime's New 
Zealand woes. Prime has spent $40 million on the station since it bought a licence to broadcast in 
August 1997. Prime Television New Zealand has struggled to convert ratings gains into revenue and 
booked a pre-tax loss of $10.8 million last year. Prime shares jumped 9c to $2.04 and PBL rose 4c to 
$9.71. Australian-owned Prime has operated in New Zealand since 1998, building a loyal audience 
with a schedule of mainly British drama, comedy and documentaries. PBL is believed to have settled 
on Prime because the NZ Labour Government has indicated the TVNZ franchises are not for sale. The 
only alternative has been the stations owned by CanWest Global, the Ten Network's parent company. 
But CanWest is expected to sell its NZ television assets to Ten. 

Coop’s Comment: The Government appointed Maori TV (development) board had been negotiating 
with Prime as well as CanWest (for the latter’s TV4 facility) and had pretty much settled on focusing 
at Prime when the Packer announcement came. The Maori board was not advised of the Packer 
decision until after the fact, and is now back to attempting to work out an arrangement with CanWest 
to turn the TV4 network into a Maori TV service facilty. 

TVNZ’s shadow of its former self 

“TVNZ says it's a digital player. Stephen Smith, Television New Zealand's new head of onlineand 
digital, rejects suggestions that the broadcaster's deal with Sky Television renders it merely a content 
provider rather than an active force in digital television development. "Content is incredibly important 
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and we are a digital player". Mr Smith says TVNZ is working on "some fantastic developments in the 
realm of interactivity", but is coy on detail. He has been with TVNZ for 11 years, holding sales, 
marketing and business development positions. Most recently, he was general manager of TV2 for 
four years before taking up his new role on November 1. General manager of strategy James Munro, 
previously responsible for interactive developments, left the firm at the end of December as a result of 
TVNZ's October management restructure. Mr Smith reports to TVNZ's chief executive and is 
responsible for website nzoom, and digital and interactive television. TVNZ has no staff dedicated to 
digital. About 50 full-time staff work in the online and digital area. Mr Smith is recruiting executives 
for dual roles in the digital and online sides, covering marketing, technical management and 
commercial management. Many in the nzoom team can be drawn into digital or interactive television 
projects as needed, he-says, or have dual roles. In June, Mr Munro said TVNZ had three people in the 
interactive team full-time, with another eight to 10 employees from other parts of the business also 
working on digital TV. Mr Smith says these people have shifted to nzoom. Mr Smith spent about 30 
per cent of his time on digital and interactive TV work last month, but expects the workload to become 
more even in the New Year. He declines comment on his budget. His first digital priority was shifting 
TV1 and TV2 on to the Sky system, achieved on December 1. His second goal will be determining 
what TVNZ's digital content proposition will be, apart from the two channels on Sky. His third priority 
is development of interactivity, involving "enrichment" of the TVNZ content carried on Sky. 
Developing interactivity will mean working closely with commercial partners, he says, including 
advertisers, production companies, and possibly government agencies. Interactivity will concentrate on 
two areas: advertising, and audience interaction with programmes. "Wonderful" ideas are under 
development that will enhance the organisation's content, he says, but refuses to be more specific. But 
he says some interactive applications will launch possibly in the first half of 2002. Mr Smith says 
TVNZ is exploring interactive options with Sky, with close liaison between the two development 
teams. He says TVNZ will use Sky's set-top box to deliver its interactive ads or programmes and does 
not plan to develop other set-top box arrangements. TVNZ is likely to use its own satellite capacity to 
deliver interactive applications to the Sky boxes. TVNZ has two transponders on the same Optus 
satellite that Sky uses, and sub-leases one and a half of these to TelstraSaturn. Sky's existing set-top 
boxes are capable of only limited interactivity. Mr Smith says TVNZ and Sky have talked about Sky's 
set-top box direction. "We are interested in their plans." Developing interactivity is part of the "normal 
course of business," he says, and does not need a special mandate from the Government. The 
statement of corporate intent between TVNZ's board and its shareholders allows the organisation to 
explore areas of opportunity, within reason, he says. TVNZ may consider involvement in delivering 
Internet access to television sets, he says, though such a service is dependent on the set-top box. The 
arrangement with Sky is not exclusive, and TVNZ wants its content distributed through multiple 
platforms such as the Internet or broadband wireless. He says doors remain open in terms of TVNZ's 
relationship with TelstraClear. 
Coop’s Comment. Let me see if | have this straight. TVNZ still plans to pursue “interactive service 
development” using the Sky satellite platform? Or, TVNZ plans to pursue the delivery of interactive 
programming using their own Optus B1 transponder space but Sky’s set-top box? Would this be the 
same Sky set-top box which has crashed in a puddle of molasses during December because a new 
electronic programme guide, some elementary games and a handful of new radio services have been 
added to the data stream? And now TVNZ would like to further burden that data stream and Sky’s set 
top box with yet more information which the Sky set-top box will have to pick through before it can 
respond to a viewer’s simplistic request entered through the Sky set-top remote control to simply 
change channels? | think not! 
TVNZ’s pathway to government obscurity 

(First Reading of the Television New Zealand Bill.) Mr Speaker I move that the Television New 
Zealand Bill be now read a first time. At the appropriate time I will move that the Bill be referred to 
the Commerce Select Committee with an instruction that the Committee present its final report on or 
before 30 April 2002. Mr Speaker, this bill represents a fundamental change in the way government 
thinks about public television in this country. This government takes the cultural potential of 
broadcasting seriously. We have specified our broadcasting objectives. We have recognised the power 
of television. And we have taken seriously the cultural risk of maintaining Television New Zealand as 
the unchartered territory of a state owned enterprise, its possibilities seen only in commercial terms, its 
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viewers considered simply as consumers, not citizens. New Zealand viewers are benefiting in this new 
century from rapid technological change: the scope and range of available options are increasing 
rapidly. But the paradox of the digital revolution is that, while increasing enormously choice and 
access, it can work against the ability of citizens to watch television that is representative of their own 
experiences. The fragmentation of the digital era means, therefore, that the role of the public 
broadcaster becomes more, not less, important. The main function of this bill changes TVNZ from a 
state owned enterprise to a crown-owned company operating under a statutory charter as a public 
broadcaster. It sets out the rationale for continued public ownership of TVNZ. The Charter reflects 
the government’s broadcasting objectives for content. The bill changes the TVNZ group’s 
organisational form so that it is able to implement the Charter while maintaining commercial 
performance in its transmission arm. New Zealand is the only otherwise comparable developed 
country with a fully commercial ‘public’ television broadcaster. New Zealand’s small population does 
not allow us to emulate other countries that enjoy fully subsidised public television. We can aim, 
though, to achieve as much as possible of the indigenous and diverse content and sense of public 
service that characterise public broadcasters at their best. We can look now to rejoining the mainstream 
of developed nations in recognising the importance of publicly owned television as a cultural medium, 
and as a means by which we inform ourselves as citizens. We have for too long let purely commercial 
considerations dominate the fortunes of what should always have been a principal cultural asset. That 
time is coming to an end. 
Australia launches Asia-Pac ific international TV service 

The Melbourne Cup, football, SeaChange and Blue Heelers spearhead the ABC's latest venture into 
Asia with ABC Asia Pacific up and running from 31 December. News and current affairs are expected 
to take up 30 per cent of air time on the new service, which will reach viewers in almost 30 countries 
including East Timor, China, Indonesia and Bangladesh. News, presented by Rosanna Mangiarelli, 
was the first program broadcast at 8pm, followed by a current affairs style educational English 
program and a documentary on Australian birdlife. But the ABC has grand plans for the new service to 
showcase the best of Australian drama, documentary-making and of course, sport. "SeaChange, we're 
looking at Water Rats, Blue Heelers, that sort of programming - we're entering into contractual 
atrangements with the producers at the moment," ABC Asia Pacific team leader Mr Jack Doherty said. 
"We are also confident we will have the major Australian sporting events in our line-up, either live or 
probably pre-recorded." "It's an Australian television service so we are going to reflect the best 
Australian television programming on it." 
Coop's Comment: In fact not all is as it seems with “ABC Asia-Pacific’. The service is being 
transmitted through PanAmSat PAS-8 (4180Hz, Sr 27.500, FEC 3/4) and includes two TV channels 
and a pair of radio channels. TV channel 1 starts a new day at 8PM Sydney time 7 days a week, TV 
channel 2 follows behind with a two hour same-programming time offset at 10PM Sydney time. One 
release mentioned “negotiations under way with Fiji and Samoa’. In fact, Fiji will require a dedicated 
27 foot satellite dish to receive the broadcasts and Samoa will require a dish nearer to 40 feet (!) in 
size. Thus there are significant costs involved in equipping for the service which by its own admission 
will initially only provide around 1 hour per day of copyright-cleared programming to countries such 
as Fiji. New Zealand’s independents (UHF such as Triangle TV Auckland, Channel 7 VHF in 
Wellington) were immediately told, “Sorry, no copyright has been cleared for New Zealand” - a bit of 
a strange response when ABC itself owns (they claim) 30% of the copyrights of the typical broadcast 
day, as the creator of the programming. That “Blue Heelers, Seachange” and others of that genre 
might not be cleared for New Zealand (commercial) TV use is understandable - that ABC produced 
programming is equally “not available” is at best “strange”. The service is being broadcast in a free to 
air (DVB compliant) format and home dishes in the 3m region in New Zealand should have no 
difficulty receiving the service which initially is 4 hours repeated 6 times daily on two channels. 
NOW-TYV heads for the showers 

Network of the World, one of the most ambitious attempts to converge TV and the web in an 
interactive entertainment service, is being scaled back significantly. Network of the World's Hong 
Kong-based backer, Pacific Century CyberWorks, is effectively pulling the plug on the service's 
London production studio. The studio is operated by Trans World International, which is owned by the 
talent and sports rights entrepreneur, Mark McCormack. A significant number of the 400 TWI staff 
working on Network of the World are expected to lose their jobs, though a core group will be retained 
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to develop video games services. NoW's English-language service, which is produced from London, 
was suspended yesterday. . 

Coop’s Comment: The AsiaSat 3 service (3760Hz) has not closed down but in fact the programming 

now being shown has reverted to previously taped material - reruns. 

PCCW will shift most of the content production for the service to Asia. Network of the World was 
launched in June 2000, amid considerable fanfare. It offered five themed web portals and an Asian 
satellite TV channel. The project was set up as a joint venture. PCCW supplied the money and Asian 
distribution and TWI, the TV production arm of the sports marketing giant, IMG, provided the English 
language content from its west London studio. However, cracks began to appear in the venture more 
than a year ago, when PCCW was forced to reduce its investment in Network of the World after its 
share price slumped in the dot.com crash. The production operation run by TWI was affected by 
cutbacks last September. Two of the Network of the World portals - Earth and Space and Film and 
Arts - were closed. PCCW and TWI have now scrapped their original Network of the World joint 
venture agreement and signed a new deal. The new arrangement gives PCCW continuing 
non-exclusive access to TWI's TV programming library for distribution on Network of the World in 
Asia. TWI will advise PCCW on sports rights acquisitions and content production for the Asian 
market. PCCW will also take a 10% stake in a new TWI online games subscription service. The 
service will be developed from content made originally for Network of the World's Gamer portal. 
PCCW will have the option to raise its share to 40% within two years at no extra cost. 
BBC pulling back on Pacific Region service 

“We are pleased to announce that the BBC World channel signal is now available for reception via 
the Horizontal Beam of the PANAMSAT 8 satellite located at 166E. The signal will be free to air 
digital. The BBC World channel will also continue to be available via the Vertical Beam of the 
PANAMSAT 2 satellite (169E). Although we have not yet fixed a firm date, it is our intention to 
encrypt this (PAS-2) feed sometime in 2002. We are therefore strongly recommending that you make 
appropriate arrangements at your headend to receive the PANAMSAT 8 feed of the BBC World 
channel. We are aware that some customers may also be receiving the BBC World channel via the 
Horizontal beam of the PANAMSAT 2 satellite. This feed will be permanently switched off on 14 
February 2002. Contact is: Stephanie Dovey Channel Manager, BBC World Australasia Tel: 61 2 
9957 3777,Fax: 61 2 9957 6448; e.mail: stephanie.dovey@bbc.co.uk 

PAS 8 TECHNICAL INFORMATION : Transponder 12C, Beam C-Band Pacific Horizontal, 
Downlink Frequency 3940 MHz, FEC 7/8, Symbol Rate 27.69 Msym/sec, Virtual Channel 14, Video 
Standard 525 NTSC, Network ID8002, Video pid 2460 - bitrate 7.2 m bit/sec, Audio 1/2 pid 2420 - 
bitrate 128k — English; CH1 bitrate 128k — Japanese CH2 Audio, pid 2422 - bitrate 128k — Talkback 
CH3, Reserved CH 4. This is a digital transmission and a DVB compliant digital receiver decoder is 
needed to receive the service. 

PAS 2 TECHNICAL INFORMATION: Transponder1C (upper half) Beam Pacific Rim Vertical 
Beam 2, Downlink Frequency 3743.5 MHz (this is the one to be encrypted “sometime in 2002”) 
Polarisation Vertical, FEC%4, Symbol Rate21.8 Msym/sec, Virtual Channel 3, Video Standard 525 
NTSC, Network ID1, Video pid1360 - bitrate 7.2 m bit/sec, Audio pid1320 - bitrate 128k — English 
CH1 bitrate 128k — Japanese CH2 Audio, pid1322- bitrate 128k, Talkback CH3, Reserved CH4. 
This is a digital transmission and a DVB compliant digital receiver is needed to receive the service. 
Transponder8C (upper half) BeamPacific Rim. Horizontal Beam 2 Downlink Frequency 3901 MHz 
Polarisation (this is the one being turned off February 14) Horizontal, FEC %, Symbol Rate 30.8 
Msym/sec, Virtual Channel 5, Video Standard 525 NTSC, Network ID1, Video pid 1560 - bitrate 7.2 
m bit/sec, Audio pid 1520- bitrate 128k — English  CH1- bitrate 128k — Japanese CH2Audio pid 
1522- bitrate 128k, Talkback CH3, Reserved CH4. This is a digital transmission and a DVB 
compliant digital receiver is needed to receive the service. 

Optus positions for next generation satellite 

In a precise two-hour operation, Optus has lowered into position a 13 tonne, 13 metre satellite dish 
that will track, control and transmit to Australia’s newest satellite when it launches towards the end of 
2002. Positioned by crane, the new satellite dish will be placed on a 10 tonne pedestal base, joining 
three other major dishes at Optus’s satellite earth station at Belrose in Sydney. The dish will transmit 
to and receive data from the $500 million ‘C1’ satellite - which will be launched on an Ariane rocket 
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from French Guiana in the fourth quarter of 2002. Bob Murray, General Manager of Optus’s 
Asia-Pacific satellite business, said installing the dish completes a significant milestone in the lead up 
to the launch of ‘C1’. 'This dish is an important piece of infrastructure - it is our link with ‘C1’ and 
will deliver the majority of Australia’s satellite services. "This project is central to Optus’s plans for its 
international satellite business. Once in orbit, the ‘C1’ satellite will not only become Australia’s 
‘hotbird’ - its footprint will allow Optus to operate in the Asian market as well as New Zealand and the 
Pacific,’ Mr Murray said. The Mitsubishi dish was originally installed in Hobart - as part of the Aussat 
major city earth station project - and has been fully refurbished by Sydney Engineering and Sales. The 
last time a dish of this size was installed at the Belrose earth station was in 1985. 

Coop's comment: Of interest, Optus was prepared to release projected (theoretical) coverage maps 
(‘footprints’) for Optus C1 until the sale of corporate control to Singapore Tel entered the picture. It is 
unusual for the footprints to not be released a year or more in advance of launch, leading to 
speculation that with Singapore now running the shop, the actual planned footprints are being 
modified to better suit the new owners. There could well be some surprises here when they are finally 
released. 

Russia gains Christmas Island launch site 

Russia's Aerospace Agency has signed an agreement on space launches from Australia's Christmas 
Island but some details of the deal still need to be finalised. The Asia Pacific Space Centre work on 
the project will begin in February The first launch from the Indian Ocean island, located 1,565 km 
northwest of the Australian mainland, is expected around the end of 2004. Satellites will be launched 
atop Russia's new Aurora [Aurora] rocket, an upgraded version of the Soyuz launch vehicle. The 
Aurora can carry a payload of up to 12 metric tons into a low orbit, significantly enhancing the 
Soyuz's capacity of seven metric tons. However, much of that advantage is owing to Christmas 
Island's proximity to the equator, which allows rockets to carry heavier cargoes to higher orbits 
compared with launches from the Baikonur cosmodrome. 


Comet Australia’s last gasp? 

When you run out of money, when the founder of the company leaves the ship, when former execs 
dump their stock which drives down the market share price preventing the company from properly 
raising funds itself ... well, the press releases say it all. Some brief excerpts from Comet: 

“[t is with regret that we advise the resignation of Kingsley Mundey as an Executive Director of 
Comet Satellite & Cable Limited (CB) effective 28 November 2001.” 

“Comet has successfully raised additional share capital of $670,000 at an issue price of 6.39c per 
share. The issue price represents a 10% discount to the current share price. Factors taken into account 
in determining the issue price were the low liquidity of the shares on the ASX, the overhang in the 
market from a significant amount of shares currently being sold by interests associated with former 
directors. 

“2001 has been a very disappointing year for Comet Satellite and Cable Limited. Our UK venture 
ended disastrously, resulting in a $4.4 million loss. In addition to that there were a huge amount of 
costs loaded onto our operations. Comet remains highly reliant upon Pay TV installation revenue for a 
small number of customers, its profits will depend upon the Pay TV companies. Comet must 
therefore develop and acquire alternative revenue streams. We are now in the position of being 
approached by various players and investment banks with various opportunities. It is clear Comet is 
seen as a company which can be the foundation for more significant businesses. None of these 
opportunities have reached the stage where they could be regarded as price sensitive and therefore no 
announcement to the ASX is yet justified. I can say we are on the radar screens of many companies 
and investment banks and by this time next year I expect Comet Satellite and Cable Limited to be a 
much more substantial and profitable company.” 


And finally something to chew upon ... 
US consulting group Strategy Analytics estimates that in six years 11 per cent of all digital TV 
viewing will be via DSL phone services, turning telephone companies into broadcasters. 
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